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INDEPENDENT AUDITORS’ REPORT 
 
 December 10, 2008 
 
 
 
Board of Directors 
Battle Creek Tax Increment Finance Authority 
City of Battle Creek, Michigan 
 
 
We have audited the accompanying financial statements of the governmental activities and each 
major fund of the Battle Creek Tax Increment Finance Authority, a component unit of the City 
of Battle Creek, Michigan, as of and for the year ended June 30, 2008, which collectively 
comprise the Authority’s basic financial statements, as listed in the table of contents. These 
financial statements are the responsibility of the Authority’s management. Our responsibility is 
to express opinions on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities and each major fund of the Battle 
Creek Tax Increment Finance Authority as of June 30, 2008, and the respective changes in 
financial position thereof and the budgetary comparison for the General Fund for the year then 
ended in conformity with accounting principles generally accepted in the United States of 
America. 
 
The Authority has not presented Management’s Discussion and Analysis as required 
supplementary information. The Governmental Accounting Standards Board has determined that 
such information is necessary to supplement, although not required to be part of, the basic 
financial statements. 
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Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Authority’s basic financial statements. The continuing bond disclosures 
as listed in the table of contents are presented for purposes of additional analysis and are not a 
required part of the basic financial statements of the Authority. The continuing bond disclosures 
have not been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them. 
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BATTLE CREEK TAX INCREMENT FINANCE AUTHORITY
Statement of Net Assets and

Governmental Funds Balance Sheet
June 30, 2008

Total
Debt Pipeline Capital Governmental Statement of

General Service Bonds Projects Funds Adjustments Net Assets

Assets
Pooled cash and investments 2,619,053$      -$                    33$                 13,840,485$    16,459,571$    -$                      16,459,571$       
Interest receivable 147,023          -                     -                     93                   147,116          -                        147,116             
Advance to primary government 397,540          -                     -                     -                     397,540          -                        397,540             
Long-term receivables - due in more

than one year -                     -                     -                     -                     -                     1,124,042          1,124,042          
Capital assets not being depreciated -                     -                     -                     -                     -                     11,679,397        11,679,397        
Capital assets being depreciated, net -                     -                     -                     -                     -                     545,400             545,400             

Total assets 3,163,616$     -$                   33$                13,840,578$    17,004,227$   13,348,839      30,353,066      

Liabilities
Accounts payable 1,003,066$      -$                    -$                    -$                    1,003,066$      -                        1,003,066          
Accrued interest payable -                     -                     -                     -                     -                     76,468               76,468               
Other liabilities -                     -                     -                     1,251              1,251              -                        1,251                 
Long-term liabilities:

Due within one year -                     -                     -                     -                     -                     1,834,115          1,834,115          
Due in more than one year -                     -                     -                     -                     -                     9,475,029          9,475,029          

Total liabilities 1,003,066       -                     -                     1,251              1,004,317       11,385,612        12,389,929        

Fund balances
Unreserved, undesignated 2,160,550       -                     33                   13,839,327      15,999,910      (15,999,910)       -                        

Total liabilities and fund balances 3,163,616$     -$                   33$                13,840,578$    17,004,227$   

Net assets
Invested in capital assets, net of related debt 9,140,720          9,140,720          
Restricted for debt service 33                      33                      
Restricted for capital projects 13,839,327        13,839,327        
Unrestricted (deficit) (5,016,943)         (5,016,943)         

Total net assets 17,963,137$      17,963,137$      

The accompanying notes are an integral part of these financial statements.
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BATTLE CREEK TAX INCREMENT FINANCE AUTHORITY
Statement of Activities and

Governmental Fund Revenues, Expenditures
and Changes in Fund Balances

For the Year Ended June 30, 2008

Total
Debt Pipeline Capital Governmental Statement of

General Service Bonds Projects Funds Adjustments Net Assets

Revenues
Property taxes 9,627,498$    -$                 -$                     -$                   9,627,498$        -$                     9,627,498$       
Interest earnings 1,191,564      -                   112                  14,478           1,206,154          -                       1,206,154         
Other revenues 20,407           -                   -                       16,470           36,877               -                       36,877              

Total revenues 10,839,469    -                   112                  30,948           10,870,529        -                       10,870,529       

Expenditures/expenses
Community development 5,034,144      -                   -                       2,068,183      7,102,327          (1,101,164)       6,001,163         
Debt service:

Principal 833,673         345,000        695,000           -                     1,873,673          (1,873,673)       -                        
Interest and fiscal charges 384,958         87,285          338,790           -                     811,033             (16,674)            794,359            

Total expenditures/expenses 6,252,775      432,285        1,033,790        2,068,183      9,787,033          (2,991,511)       6,795,522         

Revenues over (under) expenditures 4,586,694      (432,285)      (1,033,678)       (2,037,235)    1,083,496          2,991,511        4,075,007         

Other financing sources (uses)
Proceeds/gain from sale of capital assets 1,996,656      -                   -                       -                     1,996,656          -                       1,996,656         
Transfers in -                     432,285        1,033,679        3,702,245      5,168,209          (5,168,209)       -                        
Transfers out (5,168,209)    -                   -                       -                     (5,168,209)        5,168,209        -                        

Total other financing sources (uses) (3,171,553)    432,285        1,033,679        3,702,245      1,996,656          -                       1,996,656         

Revenues and other sources over (under)
expenditures and other uses 1,415,141      -                   1                      1,665,010      3,080,152          (3,080,152)       -                        

Change in net assets -                     -                   -                       -                     -                         6,071,663        6,071,663         

Fund balances/net assets
Beginning of year, as restated 745,409         -                   32                    12,174,317    12,919,758        (1,028,284)       11,891,474       

End of year 2,160,550$    -$                 33$                  13,839,327$  15,999,910$      1,963,227$      17,963,137$     

The accompanying notes are an integral part of these financial statements.
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BATTLE CREEK TAX INCREMENT FINANCE AUTHORITY
Statement of Revenues, Expenditures

and Changes in Fund Balance - Budget and Actual
General Fund

For the Year Ended June 30, 2008

Budget Actual
(Original Over (Under)
and Final) Actual Final Budget

Revenues
Property taxes 9,670,000$     9,627,498$      (42,502)$         
Interest earnings 264,000         1,191,564       927,564         
Other revenues 28,000           20,407            (7,593)            

Total revenues 9,962,000      10,839,469     877,469         

Expenditures
Community development 3,959,801      5,034,144       1,074,343      
Debt service:

Principal 833,673         833,673          -                    
Interest and fiscal charges 384,958         384,958          -                    

Total expenditures 5,178,432      6,252,775       1,074,343      

Revenues over expenditures 4,783,568      4,586,694       (196,874)        

Other financing sources (uses)
Proceeds from sale of capital assets 50,000           1,996,656       1,946,656      
Transfers out (5,166,045)    (5,168,209)      2,164             

Total other financing sources (uses) (5,116,045)    (3,171,553)      (1,944,492)     

Net change in fund balance (332,477)       1,415,141       1,747,618      

Fund balance, beginning of year, as restated 745,409         745,409          -                    

Fund balance (deficit), end of year 412,932$        2,160,550$      1,747,618$     

The accompanying notes are an integral part of these financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Reporting Entity – These financial statements present the activities of the Battle Creek Tax 
Increment Finance Authority (the “Authority”). The Authority was organized pursuant to 
Public Act 450 of 1980. The primary purpose of the Authority is to encourage economic 
activity in the Fort Custer Industrial Park Development District. The Authority’s activities 
are primarily funded through tax increment financing and bonded debt. 
 
The Authority is a component unit of the City of Battle Creek, Michigan (the “City”) because 
the City appoints the Authority’s Board of Directors, it has the ability to significantly 
influence the Authority’s operations and it is financially accountable for the Authority as 
defined under GASB Statement No. 14, The Financial Reporting Entity. Accordingly, the 
Authority is presented as a discrete component unit in the City’s financial statements and is 
an integral part of that reporting entity. 
 
Government-wide and Fund Financial Statements – As permitted by GASB Statement No. 
34, the Authority uses an alternative approach reserved for single program governments to 
present combined government-wide and fund financial statements by using a columnar 
format that reconciles individual line items of fund financial data to government-wide data in 
a separate column. Accordingly, this is presented in the Statement of Net Assets and 
Governmental Funds Balance Sheet and the Statement of Activities and Governmental Fund 
Revenues, Expenditures and Changes in Fund Balances. Major individual governmental 
funds are reported as separate columns in the aforementioned financial statements. 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation – The 
government-wide financial information is reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned 
and expenses are recorded when a liability is incurred, regardless of the timing of related 
cash flows. Property taxes are recognized as revenues in the year for which they are levied. 
 
Governmental fund financial information is reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized 
as soon as they are both measurable and available. Revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay liabilities 
of the current period. For this purpose, the Authority considers revenues to be available if 
they are collected within 60 days of the end of the current fiscal period. Expenditures 
generally are recorded when a liability is incurred, as under accrual accounting. However, 
debt service expenditures are recorded only when payment is due. 
 
Property taxes and interest associated with the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the current fiscal period. 
All other revenue items are considered to be measurable and available only when cash is 
received by the government. 
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The Authority reports the following major governmental funds: 
 

General fund 
Debt service funds: 

Debt service fund 
Pipeline bonds fund 

Capital projects fund 
 
The general fund is the Authority’s primary operating fund. It accounts for all financial 
resources of the Authority, except those required to be accounted for in another fund. 
 
Debt service funds account for the accumulation of resources for, and the payment of, interest 
and principal on bonded debt. 
 
The capital projects fund accounts for the use of resources, primarily bond proceeds, in 
constructing or acquiring capital assets, including buildings.  
 
Private-sector standards of accounting and financial reporting issued prior to December 1, 
1989 generally are followed in the government-wide financial statements to the extent that 
those standards do not conflict with or contradict guidance of the GASB.  
 
Generally, the effect of interfund activity has been eliminated from the government-wide 
financial statements.  
 
Capital Assets – Capital assets, which include property and equipment, are reported in the 
government-wide financial statements. The Authority defines capital assets as assets with an 
initial, individual cost of more than $10,000 and an estimated useful life in excess of two 
years. Such assets are recorded at historical cost or estimated historical cost if purchased or 
constructed. Donated capital assets, if any, are recorded at estimated fair value at the date of 
donation. The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend assets lives are not capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed. 
Interest incurred during the construction phase of capital assets, if any, is included as part of 
the capitalized value of the assets constructed. No such interest expense was incurred during 
the current fiscal year.  
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Infrastructure assets (e.g., roads, curbs, sidewalks, storm sewers and similar items), along 
with water and wastewater subsystems, constructed by the Authority are not recorded as the 
Authority’s capital assets, even though the Authority may be obligated to repay the debt 
issued to finance the related projects. Such capital assets become the property of the City 
when they are placed into service and, accordingly, are reported in the City’s capital assets. 

 
The Authority’s capital assets are depreciated using the straight-line method over the 
following estimated useful lives: 

 
 Assets  Years  
 Land improvements    50 
  Buildings    25 
  Equipment                        10 
 

Long-term Obligations – In the government-wide financial statements, long-term debt is 
reported as a liability. Bond discounts, as well as issuance costs, if any, are deferred and 
amortized over the life of the bonds using the effective interest method. Bonds payable are 
reported net of the applicable bond discount. Bond issuance costs are reported as deferred 
charges and amortized over the term of the related debt. 
 
In the fund financial statements, governmental fund types recognize bond discounts, as well 
as bond issuance costs, during the current period. The face amount of debt issued is reported 
as other financing sources. Discounts on debt issuances are reported as other financing uses. 
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported 
as debt service expenditures. 
 
Budgetary Information – The general fund is under formal budgetary control and its budget 
is prepared on the same modified accrual basis used to reflect actual results. The Authority 
follows the City budget process in establishing the budgetary data reflected in the financial 
statements: 
 
• The Authority submits a proposed budget to the City Manager. After review and 

approval, the City Manager submits a recommended operating budget to the City 
Commission. Public hearings are held to obtain taxpayer comments. The budget is 
legally adopted at the fund level through a City Commission resolution prior to the 
beginning of the budgetary year for the Authority’s funds.   

 
• The budget is adopted on a basis consistent with generally accepted accounting 

principles. Budgeted amounts are as originally adopted or amended by the City 
Commission during the year. Individual amendments were not material in relation to 
the original appropriations. 

 
For the year ended June 30, 2008, the general fund expenditures exceeded appropriations 
by $1,074, 343. 
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2.  POOLED CASH AND INVESTMENTS 
 

At year-end, the carrying amount of the Authority’s pooled cash and investments, which 
were deposited entirely in the City’s internal cash management pool, was $16,459,571. 
Because it is infeasible to allocate risk to individual component units or pool participants, 
aggregate cash and investment categorizations are presented in the City’s basic financial 
statements. 

 
 
3.  CAPITAL ASSETS 

 
Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated - Land 11,679,397$    -$                 -$                   11,679,397$    

Capital assets, being depreciated:
Land improvements 587,500          -                  -                     587,500          
Buildings 278,190          -                  -                     278,190          
Equipment 302,712          -                  -                     302,712          

Total capital assets being depreciated 1,168,402         -                    -                     1,168,402         

Less accumulated depreciation for:
Land improvements (152,750)        (11,750)       -                     (164,500)        
Buildings (144,662)        (11,128)       -                     (155,790)        
Equipment (302,712)        -                  -                     (302,712)        

Total accumulated depreciation (600,124)          (22,878)         -                     (623,002)          

Total capital assets, being depreciated, net 568,278          (22,878)       -                     545,400          

Governmental activities capital assets, net 12,247,675$    (22,878)$      -$                   12,224,797$    

 
 

Depreciation expense in the amount of $22,878 was reported in the community development 
function in the government-wide statement of activities.   

 
 
4. LONG-TERM RECEIVABLE 
 

During the year ended June 30, 2008, the Authority approved two loans to the Battle Creek 
Brownfield Redevelopment Authority (a component unit of the City of Battle Creek) in the 
total amount of $3,530,000 to be used in accordance with a particular brownfield plan.  As of 
June 30, 2008, $1,124,042 had been drawn on the authorized amount and is reported as a 
long-term receivable in the statement of net assets since future repayment is based on the 
collection of incremental tax revenues. 
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5. LONG-TERM DEBT 
 

Following is a summary of the Authority’s debt outstanding as of June 30, 2008: 
 

Interest  Date of  Outstanding
Rate  Maturity  Principal 

General Obligation Bonds   
   1997 Limited Tax Development Refunding 4.9-5.0% 09/01/11   $ 1,575,000

   
Revenue Bonds    
   1997 Development Refunding  5.0-5.25% 05/01/16  5,955,000

   
Land Contract    
   1992 Land Contract 9.0% 06/30/12  3,084,077

     
Economic Development Loan Payable    
   2002 Loan 6.0% 12/31/16  695,067

  
  $ 11,309,144

 
In addition to the above obligations, the Authority has committed to contribute toward the 
repayment of a City of Battle Creek bond issue. Although not contractually obligated, the 
Authority intends to pay debt service on this obligation, which has an outstanding balance of 
$175,666 with interest rates ranging from 2.75% to 3.5%, and maturing through 2011. 
 
Annual debt service requirements to maturity for the Authority’s debt, including the City of 
Battle Creek bond issue that the Authority intends to service, are as follows: 

 
Authority Obligations City Obligations

Principal Interest Principal Interest

2009 1,834,115$      689,316$       55,894$     4,884$     
2010 1,928,782        569,581         58,555       3,094       
2011 2,049,154        441,843         61,217       1,071       
2012 2,175,735        304,332         -                 -               
2013 922,132           168,357         -                 -               
2014-2017 2,399,226        233,982         -                 -               

11,309,144$    2,407,411$   175,666$  9,049$     
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Changes in Long-Term Debt. Long-term liability activity for the year ended June 30, 2008, 
was as follows: 

  
 Beginning    Ending Due Within 
 Balance Additions Reductions    Balance     One Year 

 
General obligation bonds $ 1,920,000 $  - $ (345,000) $ 1,575,000 $ 365,000 
Revenue bonds   6,650,000   -  (695,000)  5,955,000  730,000 
Land contract   3,702,785   -  (618,708)  3,084,077  674,392 
Economic development  
   loans     910,032    -  (214,965)  695,067  64,723 

 
    $ 13,182,817 $ - $ (1,873,673) $ 11,309,144 $ 1,834,115 

 
 
6.   PROPERTY TAXES 
 

Property tax revenue is derived pursuant to a tax increment financing agreement between the 
Authority and various applicable taxing districts. Real and personal property taxes are levied 
and attach as an enforceable lien on properties located within the boundaries of the tax 
increment financing district. The City of Battle Creek bills and collects the taxes on behalf of 
the Authority. Delinquent taxes on ad valorem real property are purchased by Calhoun 
County. Property tax revenue is recognized when levied in the government-wide financial 
statements and in the fund financial statements to the extent that it results in current 
receivables. 
 
Except for property taxes captured from local schools that exceed contractual obligations, the 
Authority is entitled to all taxes levied on property within the Battle Creek Tax Increment 
Finance Authority district to the extent that the current taxable value exceeds the base year 
taxable value.   
 
Renaissance zone property is tax abated property against which property taxes are not 
currently levied, but in the near future will return or revert to the ad valorem tax rolls. 
Similarly, industrial and commercial facility tax properties are abated personal property that 
receive up to a 50% reduction in the millage rate for a stated number of years as approved by 
the City of Battle Creek (or applicable taxing jurisdiction). 
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Taxable values for the 2007 levy are summarized below: 
 

(a) (b) (a)-(b)
Total Base Year Captured

Taxable Value Value Increment

Ad valorem property 173,389,317$  4,504,270$      168,885,047$  
Renaissance zone property 292,277           -                       292,277           
IFT / CFT / Other property 146,719,197    12,394,110      134,325,087    

Totals 320,400,791$  16,898,380$    303,502,411$  

IFT - Industrial Facility Tax

CFT - Commercial Facility Tax
 

 
 
7. ADJUSTMENTS 

 
Following is an explanation of the adjustments between the governmental funds balance 
sheet and the government-wide statement of net assets, which reconciles fund balances to net 
assets: 
 

Fund balances 15,999,910$     

Adjustments:

Property and equipment 12,847,799       
Accumulated depreciation (623,002)          
Long-term receivables 1,124,042         

(11,309,144)     

(76,468)            

Net assets 17,963,137$     

Accrued interest payable on bonds is not recorded by governmental 
funds

Capital assets and long-term receivables are not current financial 
resources and therefore are not reported in the govermental funds:

Bonds payable and other long-term obligation are not due and payable 
in the current period and therefore not reported in the governmental 
funds
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Following is an explanation of the adjustments between the governmental funds statement of 
revenues, expenditures and changes in fund balances and the government-wide statement of 
activities, which reconciles the net change in fund balances to the change in net assets: 

 
 

 

Net change in fund balances 3,080,152$       

Adjustments:

1,873,673         

Depreciation expense (22,878)            

1,124,042         

16,674              

Change in net assets 6,071,663$       

The change in accrued interest expense on long-term obligations is 
not recorded by governmental funds but is reported under interest 
and fiscal charges for purposes of determining net assets

Repayment of bond and other long-term obligations principal is an 
expenditure in the funds, but the repayment reduces long-term 
liabilities for purposes of determining net assets

Governmental funds report capital outlays as expenditures; however, 
in the statement of activities, the cost of those assets is allocated over 
their estimated useful lives and reported as depreciation expense:

Governmental funds report loans to other component units of the 
reporting entity as expenditures; however, in the statement of 
activities, those costs are eliminated and capitalized as long-term 
receivables.

 
 
8. RESTATEMENTS 

 
The beginning net assets of the governmental activities and the beginning fund balance of the 
general fund were each restated (i.e., reduced) by $690,023 to properly recognize excess 
property captures applicable to the prior year. 

 
 
 * * * * * * 
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